(Regulations of the Fair Political Practices Commission, Title 2, Division 6, California Code of

Regulations.)

§ 18705.3. Materiality Standard: Economic Interests in Persons Who Are Sources of
Income.

(a) Directly involved sources of income. Any reasonably foreseeable financial effect on a
person who is a source of income to a public official, and who is directly involved in a decision
before the official's agency, is deemed material.

(b) Indirectly involved sources of income.

(1) Sources of income which are business entities. If the source of income is a business entity,
apply the materiality standards stated in Title 2, California Code of Regulations, section
18705.1(c).

(2) Sources of income which are non-profit entities, including governmental entities. The
effect of a decision is material as to a nonprofit entity which is a source of income to the official
if any of the following applies:

(A) For an entity whose gross annual receipts are $400,000,000 or more, the effect of the
decision will be any of the following:

(1) The decision will result in an increase or decrease of the entity's gross annual receipts
for a fiscal year in the amount of $1,000,000 or more; or

(if) The decision will cause the entity to incur or avoid additional expenses or to reduce
or eliminate existing expenses for a fiscal year in the amount of $250,000 or more; or

(iii) The decision will result in an increase or decrease in the value of the entity's assets or
liabilities in the amount of $1,000,000 or more.

(B) For an entity whose gross annual receipts are more than $100,000,000 but less than



$400,000,000, the effect of the decision will be any of the following:

(i) The decision will result in an increase or decrease of the entity's gross annual receipts
for a fiscal year in the amount of $400,000 or more; or

(ii) The decision will cause the entity to incur or avoid additional expenses or to reduce
or eliminate existing expenses for a fiscal year in the amount of $100,000 or more; or

(iii) The decision will result in an increase or decrease in the value of the entity's assets or
liabilities in the amount of $400,000 or more.

(C) For an entity whose gross annual receipts are more than $10,000,000, but less than or
equal to $100,000,000 the effect of the decision will be any of the following:

(i) The decision will result in an increase or decrease of the entity's gross annual receipts
for a fiscal year in the amount of $200,000 or more.

(ii) The decision will cause the entity to incur or avoid additional expenses or to reduce
or eliminate existing expenses for a fiscal year in the amount of $50,000 or more.

(iii) The decision will result in an increase or decrease in the value of the entity's assets or
liabilities in the amount of $200,000 or more.

(D) For an entity whose gross annual receipts are more than $1,000,000, but less than or
equal to $10,000,000 the effect of the decision will be any of the following:

(i) The decision will result in an increase or decrease of the entity's gross annual receipts
for a fiscal year in the amount of $100,000 or more.

(if) The decision will cause the entity to incur or avoid additional expenses or to reduce
or eliminate existing expenses for a fiscal year in the amount of $25,000 or more.

(iii) The decision will result in an increase or decrease in the value of the entity's assets or

liabilities in the amount of $100,000 or more.



(E) For an entity whose gross annual receipts are more than $100,000 but less than or
equal to $1,000,000 the effect of the decision will be any of the following:

(1) The decision will result in an increase or decrease of the entity's gross annual receipts
for a fiscal year in the amount of $50,000 or more.

(if) The decision will cause the entity to incur or avoid additional expenses or to reduce
or eliminate existing expenses for a fiscal year in the amount of $12,500 or more.

(iii) The decision will result in an increase or decrease in the value of the entity's assets or
liabilities in the amount of $50,000 or more.

(F) For an entity whose gross annual receipts are $100,000 or less, the effect of the
decision will be any of the following:

(1) The decision will result in an increase or decrease of the entity's gross annual receipts
for a fiscal year in the amount of $10,000 or more.

(if) The decision will cause the entity to incur or avoid additional expenses or to reduce
or eliminate existing expenses for a fiscal year in the amount of $2,500 or more.

(iii) The decision will result in an increase or decrease in the value of the entity's assets or
liabilities in the amount of $10,000 or more.

(3) Sources of income who are individuals. The effect of a decision is material as to an
individual who is a source of income to an official if any of the following applies:

(A) The decision will affect the individual's income, investments, or other tangible or
intangible assets or liabilities (other than real property) by $1,000 or more; or

(B) The decision will affect the individual's real property interest in a manner that is
considered material under Title 2, California Code of Regulations, sections 18705.2(b).

(c) Nexus. Any reasonably foreseeable financial effect on a person who is a source of



income to a public official is deemed material if the public official receives or is promised the
income to achieve a goal or purpose which would be achieved, defeated, aided, or hindered by
the decision.
Note: Authority cited: Section 83112, Government Code. Reference: Sections 87100, 87102.5,
87102.6, 87102.8 and 87103, Government Code.
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